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48 CFR Ch. 1 (10–1–10 Edition) 49.206–3 

(4) If a construction contract or a 
lump-sum professional services con-
tract is completely terminated, the 
contractor shall— 

(i) Use the total cost basis of settle-
ment; 

(ii) Omit Line 10 ‘‘Deduct-Finished 
Product Invoiced or to be Invoiced’’ 
from Section II of Standard Form–1436) 
Settlement Proposal (Total Cost 
Basis); and 

(iii) Reduce the gross amount of the 
settlement by the total of all progress 
and other payments. 

(c) Other basis. Settlement proposals 
may not be submitted on any basis 
other than paragraph (a) or (b) above 
without the prior approval of the chief 
of the contracting or contract adminis-
tration office. 

49.206–3 Submission of inventory dis-
posal schedules. 

Subject to the terms of the termi-
nation clause, and whenever termi-
nation inventory is involved, the con-
tractor shall submit complete inven-
tory disposal schedules to the TCO re-
flecting inventory that is allocable to 
the terminated portion of the contract. 
The inventory disposal schedules shall 
be submitted within 120 days from the 
effective date of termination unless 
otherwise extended by the TCO based 
on a written justification to support 
the extension. The inventory schedules 
shall be prepared on Standard Form 
1428, Inventory Disposal Schedule. 

[69 FR 17748, Apr. 5, 2004] 

49.207 Limitation on settlements. 
The total amount payable to the con-

tractor for a settlement, before deduct-
ing disposal or other credits and exclu-
sive of settlement costs, must not ex-
ceed the contract price less payments 
otherwise made or to be made under 
the contract. 

49.208 Equitable adjustment after par-
tial termination. 

Under the termination clause, after 
partial termination, a contractor may 
request an equitable adjustment in the 
price or prices of the continued portion 
of a fixed-price contract. The TCO shall 
forward the proposal to the contracting 
officer except when negotiation author-
ity is delegated to the TCO. The con-

tractor shall submit the proposal in 
the format of Table 15–2 of 15.408. 

(a) When the contracting officer re-
tains responsibility for negotiating the 
equitable adjustment and executing a 
supplemental agreement, the con-
tracting officer shall ensure that no 
portion of an increase in price is in-
cluded in a termination settlement 
made or in process. 

(b) The TCO shall also ensure that no 
portion of the costs included in the eq-
uitable adjustment are included in the 
termination settlement. 

[48 FR 42447, Sept. 19, 1983, as amended at 60 
FR 48218, Sept. 18, 1995; 62 FR 51259, Sept. 30, 
1997] 

Subpart 49.3—Additional Prin-
ciples for Cost-Reimburse-
ment Contracts Terminated 
for Convenience 

49.301 General. 

Termination clauses for cost-reim-
bursement contracts (see 49.503(a)) pro-
vide for the settlement of costs and fee, 
if any. The contract clauses governing 
costs shall determine what costs are al-
lowable. 

49.302 Discontinuance of vouchers. 

(a) When the contract has been com-
pletely terminated, the contractor 
shall not use Standard Form 1034 (Pub-
lic Voucher for Purchases and Services 
Other than Personal) after the last day 
of the sixth month following the month 
in which the termination is effective. 
The contractor may elect to stop using 
vouchers at any time during the 6- 
month period. When the contractor has 
vouchered out all costs within the 6- 
month period, a proposal for fee, if any, 
may be submitted on SF 1437 (see 
49.602–1) or by letter appropriately cer-
tified. The contractor must submit a 
substantiated proposal for fee to the 
TCO within 1 year from the effective 
date of termination, unless the period 
is extended by the TCO. When the use 
of vouchers is discontinued, the con-
tractor shall submit all unvouchered 
costs and the proposed fee, if any, as 
specified in 49.303. 

(b) When the contract is partially 
terminated, 49.304 shall apply. 
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